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General
e A Health Savings Account (HSA) can be established in conjunction with a High Deductible Health
Plan (HDHP) to help individuals save for qualified medical and retiree health expenses on a tax-free basis.

Eligibility
e Individuals with no other first-dollar medical coverage are eligible to contribute to an HSA if they have a
qualified health plan.

- For self-only policies, a qualified health plan must have a minimum deductible of $1,100 with a $5,500
cap on out-of-pocket expenses (indexed annually).

- For family policies, a qualified health plan must have a minimum deductible of $2,200 with an $11,000
cap on out-of-pocket expenses.

e DPreventive care services are not required to be subject to the deductible. Individuals may also carry separate
coverage for accidents, disability, dental care, vision care, and long-term care, not subject to the deductible.

Contributions

e Contributions are allowed up to the maximum statutory limit. The maximum annual contribution for 2008 is
$2,900 for self-only policies and $5,800 for family policies (indexed annually). These limits apply even for
participants entering the plan mid-year.

® Individuals age 55 and over may make an additional “catch up” contribution of up to $900 in 2008
increasing to $1,000 annually in 2009 and thereafter. A married couple can make two catch-up contributions
as long as both spouses are at least 55. Catch-up contributions will help individuals accumulate assets for
retiree health expenses.

e Individuals, family members, and employers may make contributions.
- Contributions made by individuals and family members are tax deductible (for the account beneficiary)
even if the account beneficiary does not itemize. Employer contributions are made on a pre-tax basis and
are not taxable to the employee. Employers are allowed to offer HSAs through a cafeteria plan.

e [ndividuals are allowed to make a one-time contribution to an HSA from an IRA, tax-free. The maximum
contribution for an IRA to HSA transfer is equal to the maximum annual HSA contribution.

® [nvestment earnings accrue tax-free.

Distributions
e HSA distributions are tax-free if they are used to pay for qualified medical expenses, such as:
- Amounts paid for the diagnosis, cure, mitigation, treatment or prevention of disease
- Prescription drugs
- Qualified long-term care services and long-term care insurance
- Continuation coverage required by Federal law (i.e., COBRA)
- Health insurance for the unemployed
- Medicare expenses (but not Medigap)
- Retiree health expenses for individual age 65 and older (Note: retiree health plans are not required to
meet the $1,100/$2,200 minimum deductible requirements.)

e Distributions made for any other purpose are subject to income tax and a 10% penalty. The 10% penalty
is waived in the case of death or disability. The 10% penalty is also waived for distributions made by
individuals age 65 and older.

Treatment at Death
e Upon death, HSA ownership may transfer to the spouse on a tax-free basis, or to another named beneficiary
as estate income. MEVBER
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HSA Eligible Expenses

IMPORTANT: HSA eligible expenses may or may not apply to your insurance deductible. Review your

insurance plan for details.

The list below contains some examples of eligible expenses that may be paid tax-free using HSA
funds. Eligible medical expenses are defined as those expenses paid for care as described in Sections
213 (d) or IRS Publication 502. For a complete list and more detailed information, please refer to IRS
Publication 502 titled “Medical and Dental Expenses.” Catalog Number 15002Q). Publications can be
ordered from the IRS by calling 1-800-TAX-FORM (829-3676), or viewed, printed or downloaded

from http://www.irs.gov/pub/irs-pdf/p502.pdf. If tax advice is required, seek the services of a CPA.

Reimbursable Medical Expenses

Acupuncture

Alcoholism treatment

Ambulance

Artificial limbs

Artificial teeth

Bandages

Birth control pills (prescription)
Braille books and magazines

Breast reconstruction surgery following
a mastectomy

Capital expenses (if main purpose is
medical care)

Car (special equipment for use with disability)
Chiropractor

Christian Science practitioner
Contact lenses

Crutches

Dental treatment

Diagnostic devices

Disabled dependent care expenses
Drug addiction therapy

Drugs (prescription or over the counter)
Eyeglasses and eye surgery

Fertility enhancement

Guide dog

Hearing aids and batteries

Home care

Laboratory fees

Lead-based paint removal

Legal fees

Lifetime care—advance payments
Lodging (away from home for outpatient care)
Long-term care
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Meals (at medical facility during medical care)
Medical conferences (if concerning chronic
illness)

Medical services

Medicines (prescription or over the counter)
Nursing home

Nursing services

Optometrist

Organ transplant (including donor’s expenses)
Osteopath

Oxygen and oxygen equipment

Prosthesis

Psychiatric care, Psychologist

Special education

Sterilization

Stop-smoking programs (not including
non-prescription drugs)

Surgery

Telephone or TV equipment to assist the
hard-of-hearing

Therapy

Transplants

Transportation expenses (relative to health care)
Trip (if receiving medical services)

Vasectomy

Vision correction surgery

Weight-loss program (if disease is diagnosed by
a physician)

Wheelchair

Wig

X-ray
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Health Savings Account (HSA) Frequently Asked Questions

Contributions to My HSA

Question: How will the contributions from payroll be deposited to my HSA?
Answer: Your employer will generate an ACH deposit to Tower Bank.

Question: When [ use payroll deduction, can I put additional money into my HSA at the beginning
of the year!

Answer: Yes. You can set up your per-payroll contributions during enrollment, and you can fully fund it at
the beginning of the year if you so choose. However, you may not contribute more to your HSA than the
maximum annual statutory limit.

Question: Can [ make deposits directly into my HSA over and above the automatic contributions
coming from my payroll?

Answer: Yes. You can deposit divectly into your HSA. However, both your payroll and other contributions
cannot exceed the maximum annual limits established by law. Deposits outside of payroll (after tax
contributions) should be reported when filing your tax return to receive your tax benefit.

Using My HSA

Question: Can I use the money in my HSA to pay for medical expenses for individuals not covered
by my High Deductible Health Plan (HDHP)?

Answer: Yes. Money in the account can be used to pay for qualified medical expenses for your spouse or
dependents even if they are not covered under your insurance plan, but those expenses will not be applied to
your insurance deductible.

Question: What do I do if | incur expenses which are eligible to be paid out of my HSA, but the
money is not yet in my account!

Answer: You should pay for the expense out of other funds or, if it is a large expense, work out a payment
plan with the provider. As money becomes available in your HSA, you can reimburse yourself by writing a

check out of your HSA.

Question: If there is money in my HSA when I die, what happens to it?
Answer: Upon death, HSA ownership may transfer to the spouse on a tax-free basis, or to another named
beneficiary as estate income.

Question: Who monitors how the money in my HSA is being spent?
Answer: You own your HSA and it is up to you to keep good records in the event that the Internal Revenue
Service selects you for an audit.

Continued




Monitoring My HSA

Question: How will I be able to check my account or retrieve my account balance?

Answer: You may view your HSA activity and balances online, or by calling the 24/7 Telephone Banking
line, 1.888.743.0737. In addition, you may call Customer Care at 1.888.HSA. TOWR. Tower will also
prowide you with paper or electronic monthly statements.

Question: Does the bank charge to issue or use debit cards? Will it issue more than one?
Answer: Tower Bank does not charge for issuing a debit card and there are no transaction fees. Additional
authorized signers can order up to two debit cards at no charge as well.

Question: [s there a charge for checks?
Answer: There is a printing charge associated with ordering checks but there is no “per check” charge. The
printing fee is $7.25 per order of 50 checks and will be deducted from the account.

Question: Are there any fees associated with my HSA?

Answer: You will have the option to choose an account with a low monthly fee or a no monthly service
charge account, based upon the account features you desire. There is a one-time enrollment fee of $9.99
(electronic) or $19.99 (paper) that will be deducted from your account once it is opened.

If you have additional questions, Tower’'s HSA experts can be reached by calling
260.427.7007 or 1.888.HSA.TOWR.

Please note that Tower Bank does not sell insurance or give advice on taxes and insurance plan coverage. Please
consult your tax advisor or insurance professional as needed.
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Health Savings Account Feature Summary

eHSA Product Feature Premium HSA
None Minimum Opening Balance None
None Annual Fee None

e No monthly service charge

e No per check fee

e Customer Service experts available
8am-5pm to answer your HSA
banking questions

Service Charge

o $1.99/e-statements; $2.99 paper

e No monthly service charge once total
balance in any combination of Tower
Bank accounts exceeds $5,000

e No per check fee

e Customer Service experts available
8am-5pm to answer your HSA
banking questions

® e-statement itemizes contributions

Monthly and Annual Reporting

e Monthly paper or e-statement itemizes
contributions. Paper statement includes
imaged check copies

5498-SA (contributions), 1099-SA
(distributions), and adjustments for prior
year contributions

Annual IRS Reporting and Updates

5498-SA (contributions), 1099-SA
distributions, and adjustments for prior
year contributions

No charge, toll-free number: 888.HSA. TOWR

24/7 Automated Telephone Banking

No charge, toll-free number: 888.HSA.TOWR

Via automatic deposit, mail in service, or in
person at any Tower Bank location

Deposit Processing

Via automatic deposit, mail in service, or
in person at any Tower Bank location

No charge. View account activity and
balance, front and back of paid checks.

Online Banking — view account activity and
balance, view front and back of paid checks

No charge. View account activity and
balance, front and back of paid checks.

APY
$0-$1,500 00 %
$1,500-$2,500 55 %
$2,500-$5,000 1.35 %
$5,000-$10,000 2.05 %
$10,000 & over 335 %

Interest rates vary and are subject to change,
please ask your Tower representative for
a current quote

APY
$0-$1,500 55 %
$1,500-$2,500 1.55 %
$2,500-$5,000 1.75 %
$5,000-$10,000 215 %
$10,000 & over 4.35 %

e Up to two cards free
e No per transaction fees

Visa Check Card — purchase only through
HSA approved merchants (no ATM access)

e Up to two cards free
e No per transaction fees

$7.25 per order of 50

Check Printing Fees

$7.25 per order of 50

$9.99

Enroll online at hsa.towerbank.net

Enrollment Fee

$9.99

Enroll online at hsa.towerbank.net

Awailable. Not FDIC insured.

May lose value.

Brokerage Services — full HSA brokerage
trading options, combined year-end reporting

Awailable. Not FDIC insured.

May lose value.

Per bank fee schedule. Miscellaneous Fees — overdraft, stop pay, and | Per bank fee schedule.
other miscellaneous fees may apply
$20.00 Closing/Rollover/Transfer Fee — Close $20.00

account and/or transfer to new custodian

Questions: Tower Bank Customer Care: 260.427.7007
Toll free: 888.HSA.TOWR (888.472.8697 )
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Tower Bank Online HSA Application Instructions

Before you begin, you will need to gather the following:

a. Your Driver’s License
. The Social Security Number, Date of Birth, and Address for your Beneficiaries
c. The Social Security Number, Date of Birth, and Address for your Authorized Signer (if
selected)

Then, complete the following steps:

1. Go to HSA.towerbank.net to enter the HSA Authority enrollment website.

Note: If a window appears in your browser informing you that you are being directed to a secure
site, Click “OK”

2. Click the top option button (“If you have been instructed by your employer...”). The prompt to
enter your 6-digit employer code will appear.

B =1 e | L3}
= e ||unks ” &3
FAQ >
Progress Indicator [Coe)
Flease select from the following options: = = required field
@ If you have been instructed hy your employer to visit this site to open your Health
Savings Account, click this button and insert your employer code below.
6-digit code provided by your
employer.
" All others click here.
Complete
Heed Help?
Callus at
#88-172-8697 Continue » |
or
EBrbvagy Poliey @ anwane rEcaUNY aperznG B
_— EURE | e
R secureDBVISST] andera
©2005 Andara and Tower Bank & Trusilfompany A1l rights ressrved
‘@] Done 2 |4 Internet =l
Rstart|| | 1) @ 5 || [BlHsa - M‘EA ut..| &JanderaExtranct fo... | BV faiue referralr... | Bbocument? - Miros... |[£7 Tower Bank & 1. 'S 5@ SEIE  1243mm

3. Enter the 6 digit employer code provided by your Tower Bank representative or Benefits
Administrator in the box indicated.

Your Employer Code is:

4. Click “Continue” at the bottom of the screen to continue the account opening process. Once you
have successfully submitted your enrollment application, you will receive a confirmation number.
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